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A BNL Primer: This Is What It’s About 



On Aug. 4, 1989, acting on a tip from two 
employees, the FBI raided the Atlanta branch 
of BNL — the Banca Nazionale del Lavoro, an 
Italian government-owned bank. Agents discov- 
ered that the branch had been operating as a 
gigantic funnel of funds to Iraq, having provided 
it more than $4 billion in loans and loan 
guarantees. 

This discovery has now entangled the Bush 
administration, three years later, in two sepa- 
rate issues. One is political: whether the admin- 
istration went too far to provide financial aid to 
Iraq at a time when it knew from the BNL case 
that Iraq was using it for military purposes 
possibly including its nuclear program. 

The other issue is legal: whether anyone in 
the Bush administration knowingly decided to 
prosecute BNL's Atlanta branch manager on a 
false charge in order to cut off any wider 
investigation into the affair. 

From the beginning, the Justice Department 
has firmly asserted that the Atlanta branch was 
a rogue operation, working entirely alone with- 
out the knowledge of any higher BNL officials 
or anyone in the United States government. 
The clearest way to follow this affair is through 
the chronology. 

On Feb. 28, 1991, a federal grand jury in 
Atlanta indicted the branch manager, Chris- 



topher P. Drogoul. The central charge was that 
he had defrauded the parent BNL by lending its 
money without its knowledge or authorization. 

On June 2, 1992, Drogoul decided to plead 
guilty. 

But over the summer, the federal judge 
handling the case, Marvin H. Shoob, grew 
increasingly uneasy about the plea. There was 
the obvious possibility that one or another 
intelligence service might be involved. There 
was also the gross improbability that lending on 
this scale could have gone unnoticed either by 
American regulators or the parent bank in 
Rome at a time when it was attracting attention 
in American financial circles. 

In July the House Judiciary Committee, in a 
party-line vote, asked Attorney General William 
P. Barr to appoint an independent counsel to 
look into it. Barr refused, on grounds that there 
was no evidence of a crime by any official. 

The critical sequence of events over the past 
six weeks began with Judge Shoob in Atlanta. 
He had been pressing the federal prosecutors 
for reassurance that Drogoul’s lending was, as 
they claimed, entirely a free-lance enterprise 
with no connection to any country’s intelligence 
service. 

On Sept. 1, the Justice Department sent a 
letter to the CIA requesting that reassurance. 
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On Sept. 4 the CIA replied with a letter that is 
classified. The Justice Department, satisfied 
with the response, asked for an unclassified 
version that it could give the judge and the 
public. 

On Sept 14 the chairman of the House 
Banking Committee, Henry Gonzalez, declared 
in a speech on the floor of the House that the 
CIA had given him a classified report telling a 
very different story. 

“The CIA report reveals,” Gonzalez said, 
"that the Iraqis originally had accepted loans 
signed by an Atlanta BNL official, but that later 
during the relationship, as the loans increased 
in value, the Iraqis wanted authorization from 
higher-level BNL officials in Rome rather than 
from Atlanta branch officials. The CIA report 
states: *BNL agreed to this request and the 
loans were then signed by bank officers in 
Rome.’ " . 

This report was deadly to the Justice Depart- 
ment’s case, since it indicated that at least one 
part of the U.S. government had known that 
the charge against Drogoul, which could have 
sent him to prison for many years, was false. 
Whatever other Laws he might have broken, he 
could not have defrauded the parent bank if 
more senior officers in Rome were authorizing 
the loans. 
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On Sept. 17 the CIA sent the unclassified 
version of its letter to the Justice Department 
seeming to say that it had only information that 
was publicly available. 

Over the next two weeks, something hap- 
pened inside the CIA. One version suggests 
that CIA lawyers discovered that the agency in 
fact had a lot more information, by no means all 
of it publicly available. Whatever the reason, 
the agency suddenly sent a file of documents to 
Judge Shoob. The CIA also sent a large batch of 
documents to the Senate Intelligence Commit- 
tee with the explanation that a renewed search 
of the files had just located them. 

On Oct. 1 Judge Shoob granted DrogouTs 
request to withdraw his plea of guilty. It means 
that if the Justice Department wants to pursue 
the case, it will have to go to trial with, 
presumably, a wide and interesting list of wit- 
nesses from Rome and Washington. 

In the first week of October, the Justice 
Department and the CIA fell into a bitter and 
highly unusual semi-public quarrel. CIA officials 
said that they had wanted to change their letter 
after discovering additional documents, but that 
Justice had persuaded them to leave the letter 
nchanged. Justice officials flatly denied it. 

On Oct. 5 Judge Shoob recused himself from 
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the case in an order in which he said: “The 
Court concludes that officials at BNL-Rome 
were aware of and approved Mr. DrogouTs 

activities Classified reports from the CIA 

conclude, in part, that a number of high-level 
BNL-Rome officials supported Mr. DrogouTs 
activities." 

After referring to some of the evidence, the 
judge wrote: 

"It is apparent that decisions were made at 
the top levels of the United States Justice 
Department, State Department, Agriculture 
Department and within the intelligence com- 
munity to shape this case and that information 
may have been withheld from local prosecutors 
seeking to investigate the case or used to steer 
the prosecution." 

But no one has an explanation. It would 
require an extraordinarily compelling motive to 
induce officials to send a man to prison on a 
charge they knew to be false. That's a derelic- 
tion reaching well beyond the normal bounds of 
corruption. But that is now the central mystery 
in this case. The motive — what's being hidden, 
for whose benefit— -has yet to come to light. 

The writer is a member of the editorial page 

staff. 
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